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MEMCGHANDUM FOR:  Deputy director (Support)
ATTERTLON: Mr. He Getes Llayd

SUBJRCT: Overeobligation of Allotment soé Prograsm
~._ Approvals T88 for CPFF Comtrects

e,

REFEIERCES s {a) Hewo for THS to HO/P, Sub): Use of
ieapsed Funds by 785 for CHFF Centracts,
ard. 27 Apr 5%
(v} Memo for J0/P to Acting DUf5, Swbi1 Use
of Lepeed Funds by TS5 for CPFF Contracts,
atd. 25 Agr

i. This memcrwndum 18 i respomse to your iaguiry comceraing the
over-chligation by THE of 1its allocations and sllotuents for Hesearch
and Developmeat, and 156%e proposel to continue the procedures which
comsed the over<ctligation. 3% 1s underctood that the Office of the
mmmthmeMmm
same gubject. “hile we have tried to reference all issues and jyoblams,
soms points have been kept brief on tiw sesumption thst this will be
discussed in more detail by the Office of the Ceneral Jounsel and the
Audit gtalf in their memorands. Pertioent parts of this mesorsndian
were discussed io draft wish mexbears of the 0ffioe of the Genaral
Counsel, the Office of loglstice, and the Audlt Staff. A schedule of
spprovels, allocstions, sllotments, and oblipgatiocns is appenied as
Attachaecd Zo. 1.

; ad: Various prohlems in compection with the admiuise
and Development coutrmcis have srisen for discuesion
over s pericd of at leest five yesrs. Problems of particulsr intevest
o the Budget Division concerned the legality of charging subsegwnt
Mmmmwmmammm,m
the probilen of holding total obligations to the approved and sllotted
amoucts. In esrlier years, these prublesas concernad seversl offices.
The Office of Commumnications and other offices now have established
reasonsbly satisfactory controls and move recently the problems have

_ A policy stetement from the Office of the Campticller, dated
18 Gctober 1957, Attechuent Ho. 2, clarified the question of the
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BUBJECT: Over-chligation of Alletment sod Program
Approvals by 785 for CP¥F Contracts

asppropriste fiscal year charge on coutrect revisions; and the present
TS8 and DU/P memesunda remult frem s series of &iscussions between the
ansgnmmwmmmmwmmmm?m

1950 directad solaly to the guestion of the Incwrring of ohligetions
by T8 in excess of the allotment and PRC approval limitations. T3S
4id not exgesd either its allotment or FC authority in Fiscal Yeer
1956, HBowever, in Fiscal Yeer 1957 TS exceedad its allotment authority
and in Fiscal Year 1950, 785 exceeded both its sllotment and FRC
suthority.

in Jumw, Fiscal Year 1950, the PRC took formsl recognition of
the unootrolled state of the adalnistration of TH8's Research and
Development Progrsm sod noted in paregrwph bb{(3) of PRC sotion nudber
DOP-1TT=50 (Attachment Go. 3) thet “The Cossittee is prepered to
endorse such a program ... provided there is included en effactive
aystess ... deplgned 10 operste within the dssigneted monetary ceiling.”

in Septanber and Oetober of 1950, vhen 1t becasms clear that
T3S hed exceedsd both the allotmant and PRC autborities for Fiscal
xmw%.mwmmwmmmm
wiuch vould preclude further excess chligations. At the time wo noted
our comtinuing recognition of the difftoulty of sdminimtering Research
ad Development Covtrscts, but eteted to 785 thet ve believed TS5 now
had sufficient experience to estadlish ad emforoe standard controls
applied thvoughout this Agancy sad the Government generelly. Tas
sdninistrstive personnel initislly concwrred informmlily, and we were
sdvised thst steps wore being taken to limit total odligations.
However, in the spring of 1959, after further study, T58 formslly
demared. The two memorwnda in quostion documset the demazrTal.

. (o B : In its mewmorunds, TS minimizes

: ‘ d Agency pollcy questions. T88 does
mmmmmmmmmmnmzu
argumant for satberity to disregerd normml Agency adainistrative cone
trol policies on the fact that funds are in feot sveiladle within the
0D/P, which funds will be lowt if not used by 705, Each of the several
points in guestion is discuseed belows

akion In ordexr %o svold
O LE . 5 45 he MM.W
m,am-mormmu.mlwm
penelties. To some extent the precise nature of the prucedurea
to be followed rests vith the Agency. In this Agency we adainise
tratively apportion the sppropristion by allotments. These
allotments are the only means in this Ageney by which authority
to inour cbligations ie granted. The Agency regulations (quoted
in part on euch allotment advice - A’emﬁo.h)w
responsibility for comtroliing these obligations on the wllottee.
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BURJECS: Ower-obligetion of Allotmant and Progrws
Agprovels by TS88 for CIFF Contlacts

andss It is true thet in recent years
funds & 3 available after the close of the yesr.
m,mmmmym«awmgmw
its sgpropaistion. (In Fiseal Year 1956, simittedly an wnusual
yeor, the obligation rate was 99.9%.) As our funds becoms nore
refined, the total obligations will continue te approach 100%.

Each alicttes has the legal right to obligate 1008 of
its funds ood should they 4o so, thare of course would Le no
"sarplus’ for 188. IT it is desived to hold beck Tunds for use
by 188, the oaly lagel way to 4o so is by the transfer of funds

from othey offices %o TSB nxe the close of the year. This
in ture can only be done on : is of the approved progran

In addition to ite technical illegmiity, o plammed progrms
of odjustomrts aftexr the close of the ysar could s ject us to
severe criticim from the Bureen of thw Budget snd, perhaps egmlly
a8 important, slso could estabiish an unfortunate Agency precedsnt.,
he Office of Commmlcuticns, the Office of lLogistics, the Develop.
sent Prajects 2Avision, end such sssller offizes ss the Office of
Sctentific Intelligance sdd the Photogrsghic Intelligence Center,
with egally valid justification could request funds after the
close of the yoar for costeplusefized.foe contracts; end, by
similar reasoning, the sree divisione of the DO/P could request
funds for flield construction overmums, eyrors in eetisates for
field tyavel, end for sgent bomuses and contiogsnoy fees. Rearly
every CIA effice has scme indetinite o cootingest cbligations,
the exmct totel of which cemnot De detemmined Wil after the close
of the year. Sound fundie mausgenent reguires that each office
plan for its own possible overnmns.

for o pwriod of two or more years, and coe instance hes bDeen
brought to our attantion vhwre s Fiscal Yesr 1953 ohlipation was
ssended In Fiscul Year 1959 - six yoars after the original contruct
vbligetion. In view of T88's contrsct procelures, there appears
to be no liait to TS8's potential regwets for funds, sod wiless
tore adeguate procedures are established there can be no assurance
that fwosis cen be mede avadlable to TS5.

4. "loss"of ¢ Cemtrexy to the implicetion in the 7
WM'W%WWMWMMMW
Agency. These sre rwturned to the Amwacy Reserve and are available
for relesse to meet future year reqriremants.

k. 3 TE8's prectices are 1llsgnl, are contyraty to existing
regulation policy, and constitute s precedent which 1f followsd
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SUBJECT: Over-obligstion of Allotment apd Progres

genarally could csuse the Agency to excesd iis appropristions. These
viclations and risis ssve no funis for the Agency since any balsnces
world be carried forwsrd imto the Feserve for Comtingencles for use

tommmwmﬁmwswmw.

ihe 765 position hes inherest in it o bye-pess or svoidsnce
of the Agency's administrative procedures. 7The fimal level of Resesrch
wmwmmmmumum, in effect, not by FRC snd
IC1 review or by the ID/P but rather ty the evailability of savings
from other offices.

cune : 'Imt,

F. R. SAUNDERS

Attachuents
BD/COLP/Cild/RLW/RWL/yvs (17 August 1950)
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